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November 1941

The New Defense Facilities

By Jobho L. ‘Wilson

EVERY modern war has muked a period of aig-
mficont industris]l chonge. The War of 1812
was followed by the first comprebensive development
of moanufectures in this country. The growth of heavy
industry, a0 Decessary te an industrialized stote, was
hostenad by the Civil War, And the technologicsl
advance and capital expansion induced by the World
War corried the United States t0 o new peak of
industriel efficicney.

The present conflick hae similarly accelerated tho
tempo of industrie]l change. The needs of defonse are
bringing in their wake vast elicrations in preexisting
patierps—many of thess will carry o heoovy impress
gven in mors normal times, Tomorrow's aoraft will
ba far superior to that of yeaterday, The ues of the
products of the chamical industry will bave hesomo
more than cover an integral part of our daily lives,
And no one cah say what necessity will mother in the
wiy of new products and new meothods, brought %o
fruition eclely becouss conventionsl products oand
existing methods had €0 bhe sacrificed.

Taoday the esunbry is vndertaling the greatest ex-
ponsion of industrisl facilitics in its history, Threugh
Avpust 31, Federnl Govarnmont sppropriations for
new plant ond squipment totaled 6.2 billion doliays,
of which soma 3.8 billion had besn awarded in econ-
tencts. Im nddition, manufacturers themselves had
financed & 1-billion-doliar plant oxpansion for defense.
The hupe magnitude of such an ocutley may perbaps
better ba appreciated by comporison with the net boals
volve of all manvfacturing plont end equipment—
eatimated on 2 very rough basis to have been 225
billion dollars in 19402

For the entire decods of the twenties, coupital sx-
penditurs on all manufasturing {acilities wos 20 billion
dollars. In tha thirties it fell to 14 billion. In this
year nlome it will be elose to 5 billion, with nearly four-
fifths of this representing new defansa sutiny.

The New Armament Industry.

Great new indusiries mee in tha proossa of being cre-
nted. Aiversft plant representing an outlay of 280
million dollars was under way by August 31, 300 million
wos being expendad on amrmunition foeilities, and 585
million on shipbuilding plant. Again, the size of these
indnatries—and they =till ara to bs considernbly ex-
panded—is more easily comprahended when they are
sot alongside others that arve bettar known,

1 Thsls cklimsto 13 baped upon Burvets of Initriel Tiovopus slabometld of the etmd
waloe of eorporalions roportiog bor bhe trurposes.  Ad{nabmonts heeo bees meda to
expude and valuos ord Reolode s agecls oF ubingor pormted belocses,  CH oparss,
han Tt Tedkisttd Chebowgd 1o book valuo mevde for oy sumber of ressoen prmiited
By tho lax lnws.  Darlog the Witk revalealions wern dowpwmnl, snd book mbin
teday b lnse Choo wplecemant oot A wsad abigwe L mllnnty serves ooiy 29 &
wary roagh beohioark.

The sutomebile industry mey be used as such a
yardstick; ot the end of 1938 the net valne of its cor-
porate assola was reported to the Burcau of Indamal
Revenue as being 1 billion dollara, Similaly, [umber
corporations reporied their capital assats ot 1.1 billion
dollers, textils and appoerel corporations indicated their
capital assets were 1.5 billions, and pulp and paper cor-
porete plont was valued at 1 billion, In thess latter
instonces, however, the book value is o less accurate
measure of the actual productive fucilitics available,
amee downward revalusticna have been very con-
giderable. . .

Novertheless, the tobnl plant Investment in the com-
plex of finished armwment industries i certoin to be
laxger than thaé reported to the Burcau of Internal
Bevenue in 1939 by ooy single industrial eorpornts
Figure 6.—Valae of Defonge Contracts for Fnduatvial Facilltias

Finaznced with Govermment and Private Funds Throngh

August 31, 1M1, by Indusiriea
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group, with the possible cxception of irom and steel
{3.5 billion dollars), and cosd and petrolsum produsts
{4 billion dollnrs).

Large Expanalon of Raw Material Processing Plane.

Processing plant for raw materiols is also being vastly
enlarged, o need crented by several circumstances, Tha
W material components of the wartime patiern of
cutput sre redically diferent from these i peasetime.
Moreover, the low level of sutput in the thirties relative
to the labor rasourees ovailnble, held baok the sxpon-
mon of rew material faciliies which might otherwise
hava oceurrad in that decade.

The henviest defense investment on raw meteial
plant is in chemicels, including explosives (827 million
dollars), nonferrous metals (325 millions),? and iron and
steal (500 millions).? Though further ndditions are to
be made {particularly in the metals), the new imvest-
menk ropresents s vary sizable expansion in each in-
" Tnvwatmont i tnetol phaot Ineldes tome exponditire on micine ieiditie  Tha

ook v of Wl wonuiitaring Eucilition ropovied Uy e Skatisies of Dneoome
fulsd includes smo mindep Invoatmoat,
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etance, At the beginning of 1939, net capital assets of
coyporations producing chemicals and allied products
ware reported at 1.5 billion dollars, iron and stesl
plant was valued at 3.5 billion, and nonferrovs metals
facilities at 550 million. Agnin, because of nsset re-
valuations 8 comparison of the book walue of capital
aaests with new eapital ezpenditures does not give an
eccurats indiention of the degres to which the ehility
to produes hes besn inereased m these industries.
Buch n comparison meraly offors n very rough picturs
of the magmituda of the exponsion, -

" Moreover, each of these groups is itself n complax of
mdustries, and within each group new Fines are springing
up which inevitably will treate far-reaching technienl
changes in produetion mathods, partionlarly in the post-
war period. For example, on the basis of new price
rolntionchips, alominum may in the future ba eubsti-
tited for copper in somea vees, magnesium for aluminum
in others, copper and other nonferrous metols for stesl,

_and one type of steel alloy for anothar.

Huch.inm'}r Expansion Sats Face of Defense Advance,

The fast that o complex of new indushies iz haing
ercated-in the short paried of 2 yezrs bne made neccesary
the repid expaneion of another intermedirte line—the
machinery industry. Tools are roquired to build toois,
and for this reason machinery output poverns tha pace
of the whole dafense ndvanee,

In 1839, the net eapital assots of mechinary corporn-
tions wera valued ot 1,170 million dollars, with the
électrical mochinery and squipment produeara having
ndditionnl assets aqualing 418 million. The formar
producars ara now undertaking a defanse outley of 240
million dollars, while electrical aquipment facilities ars
heing exponded ot a 48-million-deller cost. Here, too,
i large veriety of prodnets is represented, but tha bulk
of the new plaut is devoted to inerensing output of o
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‘The Geographical Distribotion of New Defense
Facilities

The process in which pew indusbries arz rizing, old
ones are being expanded, and others are being foraihly
curtailed, is bringing with it some very important
shifts in the relntive industrialization of various arens.
Aguoin ao nlteration of this charneter is groatly hastoned
in wartime, and the new order automatically sreated
con be mors cazily discerned.

Fgues 7.—Vahie of Defansa Contmcea for Tndustrial Fackiitien
Financed with Governorent and Frivate Fuends Through
Auguest 31, 191, by ngraph.k: Reglens
“Iﬁ.ml.m OF DOLLARE

Botrge: Odipy of Produetlon Mumul.

Even though further additions to the plant program
are to be nonouncs, tha picture now is complets encugh
to reveal corfain importent trends. Those sections
whith in the past have bewn most heawily industrial-
ized—Now England, the FKset, snd the Grest Lalea
ragione—whils etill receiving more than three-fifths of
tha funds allocated for new defense fanilities, hnve a
amaller peveantege of the apgrepats new plant than they
posaeazed of the old. On the other hand, States em-
braced by the prain belt {the West North Cenirnl
Stiates}, the Hocky Mountain region, and the South ara

specielized sort—the heterogeneous proup of machine
tools.

improving their relative tndvstriel poasition aven thowrh
the expenditare in these nreas is much smallor.

Tabl: 1.~Government and Pﬂﬂtﬁl}" Financed Industrlal Facillties for Defense Through Awgwat 30, 1041
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Tabla 1 offers a comparison of ihe regional allocation
of funds for defense facilities with the geogrophiosl
distribution of the valus added by ‘munvinoturcrs m
1050 nnd the distribution of defonse contrants {(exelu-
sive of those for fasilitics} nwarded as of August 31.

In penoral, thuse sonsiderations which have guided
the location of new Iacilities in the past have been some-
what medificd by the peculisr natura of the present
expongion, Militery strategy and the nced for the
utmast haste hnwe in some instances diatated loeations
which under longer term conditiens might prove less
economical than otlers.

Navertheless, such important factors as the location
of 1aw maoteriels, the availability of powsr, and the
supply of labor (much lass importont now than aven a
decnde ago because of inersnsing motbility} hove all
ployed & considorabla and at times a deecisive rola in
the geographical allocation of tha naw pl:mt More-
aver, in the past tho location of an industry in o partien-
lar region hae quite sommonly been an historieal asei-
dent. Having started, it continved to grow, only
sh:ftmg whon the velntive advontages of another
region becsms more and more obvious. Likewise,
mony of today’s new facilities are simply nppendagm
‘of tha ofd, the quiclmesa with which such additions
could be built proving the dominané consideration.

Larpest Pliant Expanslon in Greac Lakes Araa,

The lergest plant cxpansion, involving ah aggregate

cxponditure of 1.3 billion" dollars, is in the East North
Central region, which includes the Deiroit end Chicago
arens, as well a8 the other territory bordering on the
Great Lakes. This section produced 21.5 percont of
the value added by menufacture in 1839, bud it held
only 19 percent of the defense-supply contracis issued
. bthrough August. Flant owtlay in tho reigion is 28 per-

cont of the total. :

Tahla 2=Percentage Disiribaorion by Reglons of Defense
Contracty for Industrisl Facllities, Valus Added to Products
by Manupfactury, and Defeoss Contracte for Suppliva
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The facilities under construction in the aren cover o
wide viriety of industrize. The chemical mdusiry,
which slready had approximadely a fourth of its prod-
uets (08 monstured by value added {0 manufnoturs)
prixluced thers in 1930, will be mors heavily consen-
tentad in thisleenls afber a hew defonse piant 18 complated.
About ome-third of the outlay for defenso chemieal
facilitier [which include axplosives) iz being made in
tha Grent Lakes rapion, particularly in Indians,

From a raw-maoterial standpeint (partisularly by-
products of the menufocture of goke and gus) the
location is efficacious. Howevar, to 2 lorge degree these
plaais ars necessary to support the great new ammuni-
tion industry now rising in the interior of the country.
Partly for strategio reasons about one-third of the
new ammuonition facilities are in the Grent Lakes areas,
8 much larger proportion than formerly.

. For similar reagons, almost two-fifths of the new gun
plonts gre in tha region, though their menhufacture in
this section prior to the defenss progrom was excesd-
ingly amall.

Morse than two-fifthy of our machinery was pm-dumd
in the Grant Lakes ares prior to defense snd the nlloca-
tion of new machinery plant to the regien s about in
the samoa proportion. Larga producers in Miekigan
and Ohio are odding to their foeilifss, having tha
gleillz, including that of menagement, available for the
purpose. OFf cowsa, much of tha market for now
machinery is nlso thero,

A similar situntion exists in respect €0 electrieal
aquipmeni. ‘The region's share of the new facilitics
remains shout the ssme—sround one-third—as ils
eontribution to sach produeta in 1939,

The cutatanding new industey brought to the Great
Leez than 4 percent of the
vilup added in this indostry was produced thare in
1935, But 43 percent of the new facilitiez ara located
in tha snction. Two major factors ore invelvad—the
atrategic location and tha need for a spasdy expansion
of output. Tha latier revolves around the presence
there of the automobila industry, which is the mojor
source of facilities svailobte for conversion. Automo-
tive firms are benvily cngoged in the monufacture of
nircraft, particalmly engines, nirframes, and the variots
bomber paris.  Both the putomobile labor and the vast
networls of small-parts menufacturiog foeilities ere to
e utilized in this tremendous new industry.

Agnin, beconse of the automobils industry, about
shree-fourths of the new plant for combat and’ other
motor vehicles ave in the region. On the other hand,
for obvious rersona new shipbuilding fncilities sre com-
paratively small to date.

In the expension of metal facilities, however, & num-
ber of factora discussed in mora detail bolow are influenc-
ing the relntive position of established arcns, Wherens
in 1839 the Great Lakes regions produced batier thon
two-fifths of the iron and steel and the nonferrona meinl
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output, the aren will inelude only 18 and 12 percent,
respectively, of the new plont for which arrangements
have thus far been made. .

The further steel expansion now plonned may changs
the aren’s share of this basic row moterinl, However,
the huge growth in the importance of eluminum and
magnesivm is inevitably shifting the nonfsrrons meinl
production to other regions hecause of raw material
ond power congiderstions,

Shipe und Tron and Steel in the Middle Atlantiz Reglon.

Tha Middle Atlantis region—New York, New Jersey,
and Pennsylvanin—hos always been ona of the heaviest
indusfrinlized aress, praducing about 30 percent of tha
vilue added by mannfacturing in 1939. It wns awarded
21 percent of the new defenae facilities at a cost of 979

million dollors, and about one-fourth of defense con-

trocts let through Augnst weat to its industries,

Two besic defense mdustries were originally of excep-
tional importance in the aren and will continue to ba
s0—iron and steel and their products and shipbuilding,
A third of the value added by manufacture in tha
important iron and eteel industries wos turned oub in
these States in 1059, DBut helf the new focilities an-
nounced through August 851 are baeing locoted there.
This moy appem surprising, since in recent yeors, a
shifting morket and some slterstion in transport and
raw materinl conditions bove produced & relative

growth of the industry in the Midwest. A substantisl -

port of the new plant is specinlly designed for a new
market—armament, and Pennigylvania is centrally
locnted for this market. But even more important
is the charncter of tha.plant expansion. As nlready
existing companies have thus far without exception
undertoken the expansion, about &4} percent of it con-
sista of eo-called "scrombled facilitiea”; thot is, o
- new blast furonce i placed in one particular plant,
new bechive ovens ot another, on extension of existing
plata capacity is made ot snother, and sc on. In omly
s few instances, for example, at Pittsburg, Califomin,
are whola new plants being comstructed. It w0 happens
" thot the "serembling” hos been possible on o larger
scale in the Middle Atlantic region then elsewhere.

Datn are not availeble for publication concerning the
prowar distribution of shipbuilding activity. How-
aver, very important plants existed in the Middle
Atlantic region and theze contribuied o substantial share
:of the industry’s cutput. For the most part these
plants are being enlarged, so that two-fifths of the new
facilitics are in the aree, the largest proportion for ooy
region.

Slightly less than a third of the new cnpacity for
producing mochingry is 40 be found in the Middle
Atlantic Stutes, though these tumed sut only something
between & fourth and a fifth of the machinery produet
before the war, For the moat part tho equipment has
been ndded to epecialty shops in Pennsylvania. In
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reapoct t0 electrical equipment, the compurative posi-
tion of the ares will remain nnchanged—ubout two-
fifths of the new plant is there,

A valotivaly small number of the naw aireralt planta
are being built in thig section, but the facilities there at
the gtart wera not & substontizal proporiion of the whole,
Far obyiops reasons an even smoller percentaga of t:llﬂ
focilities for Gurning out anrmunition are being added to
Middle Atlantic induatry. . In 1939, it produced two-
fifths of the vaiue added in that fisld.

Perhaps the mgat imporiant shift of new facilities out
of tha Middle Atlantic vegion is in the exponding group
of chemical industries. Only a very smal percent of
the chemice]l plant now under construction is there;
wherces in 193% mare than a third of the chemical
output cmonated from the Middle Aulantic sechion,
This wns natural, for it wos thot ayea which served ns
the hirthplace of a large group of chemicel Iines, parddy
becouse of the convenient yow materiad facilities,” :

Chemicals and Nooferrans Metals from, the Smath.

The chemical industry, induced by labor and power
considerations, has in recent yenra spread io the South,
chiefly slong the South Atlentic const. Previcus to
defense, nbout n fourth of chemical ouiput came from
the South. Much of the new plant was constructed n
the thirties. Todoy, the trek of the industry to the
region is being accelerated vnder the defense progrem,
with more than half of new plant being located through.
out the whole Southern region. More than ever, the
availability of power is pot o little responsible for the
movement. Parbicularly is this the case because of the,
great incresss in the need for nitrates and phosphates,
Wherezs, the movement of the chemical industey from
the Bast was chicfly along the South Atlantic; it now is
moving inland te the East South Ceniral Statea. From
& morket standpoint {ths new ammunition industry),
this ia economicel.

Power is also a renaon for the growth of ihe important
nonferous metal industry in the Svuth, though the
svelobility of raw mnterials in the aren ia of bosic im-
portonce too. Almoat one-third of the new capacity ia
concentrated n the Tennessce Valley Authority aren,
whilé in 1939 less than § percent of the output come
from there. The zhift of nenferrows metal fecilitica to
the South is, of course, o reflection of the incronsing
mportaace of sluminoum and magnesivm smong the
nonferrous metals group as o whole. The South is also
faring Telatively well to dote insofar as its shore of the
new iron and steel plant is concerned, if West Virginia
i included as part of the area, DExpansion in the
Alabsmn sren thus far announced bas been sizable,
as might be expectad beceuse of both merketing and
raw material considarations,

Tha South’s shers of the new finished armament
industry heing developed by the defense effort has been
vory small to date. Guns, aiveraft, combai vehicles—
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it is to producs little of these, However, it will indludes
mors than a fourth of the new shipbuilding facilities,
gonttered on both the Atlintie coast and the Gulf, In
many cases these ave entirely new planis and they may
presage & shift of shiphuilding netivity to the South in
the postwar period. JIn nddition more than o fifth of
the new facilities for producing emrnunition are to be
loented in this aren.
South Makes Relative Galin Industrially.
. Altogather close o a fourth of the expendititre on new
facilities i being made throughout the whale South,
including Maryland and Deloware as part of thet dis-
trici. This represents » considernble gain when com-
pored with the approcimutely one-sixth of the aggragate
volue of momafaclures which the South added in 1939,
Because the section wes behind most others industrislly,
it hog only 15 percent of the defense contracta {other
thon for facilitics) nwarded through August.

Machinery snd Gung in New Engiand.
New England, devoid of bmsic raw materials but

already highly industrialized, must watch most of the-

industrinl expansion po to other regicns. The section
lins aimost 12 percent of the contracts for war materinl,
and § percent of the expenditure ¢n new faclities, The
rogion contributed one-tenth of fhe aggregate valus
added to manufacture in 1930. -

New England alrendy hnd developed fncilitiea for
aireeaft, guns, and ships, and these are being further
axpanded. However, the proportion of the total outlny
on plant for these finished war goods which 8 being
expended in New Enpland is not large—one-sixth of
‘the pun facilities, one-terith of the ship facilities, one-
twelfth of tha new nircraft plani. Thus, it is apparent
that thiz section will become ralatively less important

ag a producer of these commoditics despite the axpen- |

gion of plant. Strategic considerntions, as much ag any
other, would sppsrently make this neceasary.

Howevar, this is not ttue in tha cose of mochinery,
exclusive of clectrienl. More than 2 fifth of the new
plant for this vital industey ia being construeted in Naw
England, though the sestion was responsible for only
14 percent of the machinery product in 1926, Again,
the dafenss program ealled for much specialized mnchin-
ary which hnd been produced by manufacturers of the
region, and the necessary hasts called for a complate and
effective utilization of the managerial and labor skills
avnilable thars, :

Practically none of the imporiont expansion in such
raow-material facilitiea as the chemicnls, iron and steel,
and tha nonfayrous matals, is occurring in New England,
For the metols, the lack of raw moterials iz the basio
raABOn, :

Ammunition Plants In the Graln Bels,

The Middle-Western grain belt from Minnesctn
through Missouri and Nebrasks is receiving ahouk
g percent of the new plant outlay. Through Augost,
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howavear, this section held only & percent of deferse con-
tracts {mxalusive of plont), which was approximaltaly the
contribution made by its industry to the valus of manu-
fmcturing in 1038, Thus, this tres is gaining in indus-
trializntion relative to athers,

Tha largest expenditure on new Ineilities in the grain
balt iz for the produstion of ammunition, including
shalls and bomba. Almoest o thivd of the new plant for
this purpose is located thera. Whils 8§ pevecut of the
new chemical facilities nre being built in the grein
balt, tho aren will largely be marviced with chemicals
from tha Grest Lakes and Fast South Cantral sections.
Agide from strategical considerstions, this is a new
industry which ean use much lsbor not possessed of
particular industrial skill. The sran has not experi-
enced pn inereased damand for ite products in all parts—
the whoat-growing sections, for axampls, heve sufferad
# decline in demand. For this reason, labor is likely to
be aroilable for new industrial anterprises.

The prewar nireroft industry had o faw uniés in tha
grain beli—vchiefly in Ennsne. Thesse are being ox-
panded eo that the section is to contnin 8 percent of the
new fasilities. In the muin, the planés turn out nir-
framens and ara assembly conters.

The chief limiting factor to the mdustrinlization of
the grain belt, of couree, ia itz great deficiency in most
metallic raw materiels. -

Aircraft and Shipbailding oa the Pacife Coast.

Even before the start of the defense program the
Pocifie const vegion contained important industrial fa-
nilities useful for military purpeses. In 19398, nbout a
third of the airernft, n sixth of the shipbuildivg, snd o
good part of the ammunition outpud were producaed in
the ragion. These facilitiez wers further axpanded, and
the Pacific coast had recsived about 17 percent of the
dafenze contracts through Avgust, The-expenditurs on
naw defenss facilities is 6 parcant of the national outlay,
pbout the equivolent of the volue the region ndded to
nll menufactures in 1934%. '

Lilce New Eogland, the Pacific coast ia losing soma of
its relative importance in the preduction of nircenft to
the Great Lokes nren. Ownly 12 percent of the new’
facilitics ore being ndded io the region. 'This is elso trua
in the case of aaununition, ae practienlly no new planta
producing this nommodity ere being built on the Weatern
coast, Howsver, shipbuilding is expanding in im-
portance, with the const receiving more then a fifth of -
the total outlay for this purpose. Strategical factors
have undoubtedly played some pars in all of thess shiits.
But: tha minaral resources of the coast are less abundané
than in other regions, and thia places some ourb on mora
axtensive industrialization.

In this respect, however, tha Pacific coaat is somewhat
battar off than MNew England. Few new petrclewm
focilitise nre being builé az the output of that vitad
minernl i3 adequate for the Pacific region. Sicel ca-
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Figure 8. —Ferceaptage Distribution by Keglona of Goreroment and Privately Fioanced Defanss Contracts for Induatrial
Fecilitiea Through Auguat 31, 1941, and of the Valus Addsd to Praducts by Maoufacturs in 1939
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pacity is beine expanded; and while the projected in-
crease is not grent in nheolute torms, the region will hnve
a heovier ouiput reletive to othar sections than it
pozsezsed before.

But ihe most significant raw material development is
the buiiding of the vilal aluminum and magnesinm,
pients in the Pacific Northwest, these having o cost
equal to almost one-fifth of the aggregate outlay on
nooferrous metal facilicies. Both power and raw ma-
terials were insirumentol in directing the new invest-
ment to the region,

Yary Few Planes in Mountaln States.

The sparsely populated Mountain States produced
only 1 percent of the valve added by munufasture in
1939. Thiz will be enlorged a bit by the defensa pro-
grem, for 3 percent of the defense plant outlny is being
maode in the region, thouwgh slightly less thon 1 pereont
of the defense contraciz had flowed there ns of August 31,
New ammunition plante are the most important type
being located in the Rocky Mountain region. How-

p¥or, o leavy oxpenditure on rmngnesium plant in |

Nevada nlso helps to boost the outlay of the region
gubstantially. But in the main, labor, raw msierial,
and marketing problems all pmuludﬂ axﬁens.iva g'mwt.h
‘uader the defense program of other industries in the
mountain section,

Financing and Ownership of the New Facilities

The peculiar patonre of the defense demand snd the
speed with which the construction of now facilities
Tabla 3.—Governmant Financed Befe nse Induscrial Faclliclas

Through August 31, 143 L
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hed (0 be undortaken has yequired the development
of unnsual methods of finanging on a sends not here-
tofore known in thiz eountry. As of Augnst 31, the
Government itself hnd furnished 3.6 billion dollare for
tha construction of new plant, or four-fifths of the ng-
gregate commitments and conéracts made to that date.
Funds furnished from private sources totaled 942
millions. Theze latter plonts are privataly owned,
bui ns they are for defense purposes their owners may,
under certain circumstances, amortize the plants for
tnx purposes ovar o poriod of 5 years.

Government outlay is proviced in severul diffarent
ways, The Army ond Navy may eonsiruet the ploeni,
rethining title to it. Sometimes these Services monage
suth plant, a6 other times. they delegnte the manege-

‘meni, (including the supervision of tha construction}

to private industry under & monagement-fee contract.
Altogether, about thres-fifths of the Government-.

" finenced facilities bave been provided by the Army

and Navy through these methods. .
The Army and Navy have alse been able to finance
plents through the Emergency Plant Corporation.

‘Under this. method, the company building the plont |

arranges the financing as it wishes, but il in reimbursed
by the Army er Novy in 80 equal monthly install-
ments, - The company reteins title ¢o the plant pending
completion of payments, st which time tille pasass o
the Hovernment. However, if the company wishes, it
moy excreise an oplion (o purchase, sither nt & nego-
tinted price or at sost less depreciation. This method
of finencing hea proved less generully sooepizble to
business than others, and Emergency Plant focilitics
totaled only 256 million dellars through August 31.

Morxs important in thosa ¢agses where fncilitiea may
possibly hare o future commercial usa is the Defense
Plent Corporation, a subsidiary of the Reconatruction
Finance Corporation. 'This organization provides funds
to privale monufnoturers whe construct ihe planéa
themselves, But the Defense Plant Corporation takes
iéle in its own name and leases the fncilitics to the
monvfecturea for a fixed term, subject to renewnl and
optica to purchase. 1f the sonlractor wishey €0 exor-
sige his oplion at the end of the stated period, the price
may be negotieted or is zet at the original volue less de-
precintion,

The Defense Plant Corperntion has boen utilized o
a vary constderable extent, both whers facilitics may
have a fudnrs commercin] use and in instonces where it
is ¢lear they will not beve such & use.  Altogsther, the
corporation holds title & abovi o third of the Govern-
ment-financad fasiditics.

In the early days of the defense progrom the Ran:bn—
struction Finsnes Corporativn made & number of out-
right losn=s {0 produsers for the comstruction of
facilitios. This, howover, was & atop-gap proceduis,
necesshry  only untl impreved srrapgements sould
be provided. The 46-million-dollar total of euch
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loans is emsll, being litdls more than L percent of
the public financing. .
Covernment Owieribip of Finished Armamant Fasdlirios.

The grentest risk of future retum on invested copital
is obviously atiached to the finished armament indus-
tries. Moreover, sirong social reasons for public owner-
ship of armament-making exist. Hence, it is not snr-
priging to find the henviest publio participation in suck
lines as ammunition (95 percemt Government-financed),
guns (91 perceni Government-financed), shipbuilding
{06 percent), snd wircraft, (8% pereent). Ounly cne-half
of -the combot snd motorized wehicle focilitics were
publicly financed through August 31, but this program
is atilk largely-in the process of organizetion.
" The smmunition Iacdities for the most part are to
be owned outright by the Army ond Navy. These
organizetiona have furnished funds for 93 percent of

the new public plants. The Defense Plaat Corpore-

tion owns ‘most of the remaining facilities.

A simiar patéern is prevalent in the gun industey,
with the Ay and Novy capending 84 pareent of the
Government outlay, Likewise the Navy and Mari-
time Commission have furnished the funds and hold
title to over four-fifihs of the shipbuilding plaats.
Their cutley hos incleded 4 percent of the public
expeanditura. '

Because of the vary considsrable postwar commercial
possibditics -in the aireraft indusiry, s semewhat

different situntion casts there. The Anmy and Navy

bhave financed less thod one-tiard of the new publis
plantz, and almeat three-fourths of these are to be
paid for through the Emarpency Flant Corporation.
The Defense Plant Corporation holds titls to 01 air-
craft plants valuad nt more than one-balf billion
dollars. Thus, the manngement of this . voai new
indusiry holds. option to purchase the new facilities
riging throughout the conntry.

I-Imw:r Privata Investment In Machinery and WNonferroua

Metals. .

The machinery industry has relied less on publie
then on private sources for eapital funds. A number
of plants producing specinlized mackinery hava boon
enlarged, and problams of ownership made these more
enaily finaneed from privete funds. Moreover, tha
commercial poesibilitics in the immadiate postwar
pariod are apt ¢o be more favorable for mashinery out-
pus than for o number of the other finiehed commodities.
The bulk of the public outlay on machinery fncilities
hns been expended through the Defense Plant Corporn.
tion, wich most of the remaining finanecing arranged
through the Emergency Plant Corporation.

Among the raw roaterial processing proup slmost half
the nonferroua metnl facilities sre financed from private
SOUNCES. Buth alyminum ond magnesium, the metals
nndergoing the lurgost expansion, have a rapidly
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growing civilian demand, and this deercases the longer
term rigk on the investment. ¢ the plants publicly
financed, Defanse Plant Corporation is providing almost
four-fiftha of the funds, less than 10 percent is being
supplied by the Army and Navy, and this through the
Emergency Plant Corporation, and the Recotnstruction
Finonce Corporation has provided funds for the
rewnainder; so hare, too, the management holda options
for eventual purchose.

Aq the post-war patiern of demand may well reguire
lesa steel than is needed at present, iron and steel
producers are relying heavily upon public assistance
in adding to their facilifies. As of August 31, almost
two-thirds ¢f the new plant and equipment had been
firanced by (ovemment ogencies. Seome of these
facilitiea are of a specialized character, necessary for
various military ond naval wses; henca the Army and
MNavy hove furnished obout o third of the publie funds.
Most of the remainder has been financed by the Defense
Plant Corporation.  Agnin, the "scrambled” noture of
& good port of the new Incilities—appendoges addad
here and thare to alrendy existing plont—has raised &
number of evnership probloms.

Outright Government ownership has bpen more
prevalent for the chemicels then fer any other raw
meterial. Nino-tenthe of the new facilities are pub-
licly finsnced. Since thoy aro required for the manu-
fnobure of axunition wnd ars to turn cut large amovnts
of oxplosives, 90 percent of the onpital sutley has bowm
muade by the Army end Navy.

Mew Patterns of Indusatry

The details ent forth above ravesl two broad nnd
gignificnat trends. First, the geographical concentra-
ticn of industry is being decreased. Meore than ever,
industry is a Mution-wida affawr. And sccond, the
straucture of induvstry ie being aftered in a muost impor-
tant mannst, On balance, the vavw moterial and intber-
medinta stages of sutput sre so chonged aa ta support
o relatively largor output of durable goods, ae com-
pared with ths nondurables, than was the case befors
the war.

Ench of these chonges has important implications,
bath for the near-tarm and the post-war periods. Shifts

‘in industry wre not made without eresting ibe nocos-

ity for ndjustments in other sectors of the seonomy.
However, masmuch sa information on the loeation of
now fonilities is more complets today than ever hefore,
tha nature and magnitude of these adjustments may
be anticipated more neeurately by the business com-
munity and the Government.

For exampla, n ehanga in the rekadive indostriali-
zniion of different sommunities mokes soms migeation
of labor imperativa. At present the movemont of
labor botween induetrial eantors and from farm to

(Continuad on p. 22)



22 ' SURVEY OF CURRENT BUSINESS _ November 194]

The New Defense Facilitles present. However, thae factors which arve relevant to
. , the determinction of this patiern sre known, and in-
{G“T‘tm“&d from pago 17) clude such motiers as the size nnd oge disfribution of
industrial community iz on & substontisl scale. Tho | consumer dwable  stocks {including housing); . the
dnta on the loention of new facilities mdicate clearly | amount of accumulated muintenonce wnd repoir; the
that this movement must be continued, sad in a | need for eapital expansion in new ond old industries;
limited eense it veveals the direction of the migration | the efestive demand for our products on the part of
nhd its magnitude. foreign pooples; and the sehedules of consumer prefer-
Such population shifts have profound effects on nll | ences, both ot present and in the peast,
sectors of the businesz community. Utilities, hurusmg, Data in respact to all of thase factors either are in
and merketing facilities, as well ns other services, are | existante or con be developed to o usable axtant. Onece
exponded in one region, ﬂ.nd may be forced to c.cmtmct snch data are aveilshle and hove been pisced together,
in others. Moreover, the loention of congumear goods | the broad ouilines of the postwoar demand pattern
manuferturing is in part related to the market and may | should be apparent. When these are relaied to the
shift. with it, though inability to eongtruct new plant | probabla charncter and distribution of capital plant,
and equipment will curteil nonessential chianges of this | labor supply, and other respurees, soma light will have
charaster in the defense period. been shed on the post-wer sconomic picture, In this
Thus, & rensonably aecurzte npproissl of the dis- | semss, the present period, with its wanlth of information,
tribution of cur plant snd lebor resources con be mada | offers both the business community and the govern-
as the dofonss program progresses. The picturs of the | meni & unique opporiunity for furthering their under-
post-war pattern of demnnd i3 obvicusly not slear at | standing of the problams that hia shead.
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